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Perspectives 


It's no news to farmers, but now it's official—-the economy 
is entering a recession. Weakness in autos and housing 

has jumped to steel, tires, glass, lumber, furniture, and 
appliances. Factory layoffs are spreading, and unemploy- 
ment may rise through yearend. 


Blame unrelenting inflation, declining productivity outside 
the agricultural sector, and the resulting erosion of 
consumer and business incomes. The recession is likely to 
last into next year, say USDA economists. 


How will it affect farmers? . . . Much depends on individ- 





ual circumstances; even general impacts will be mixed. It 
should mean a lower rate of inflation in land, machinery, 
and many other farm production items. Fuel is a big 
exception. Costs of farm credit should gradually follow 
the prime rate downward. Less demand for consumer loans 
and an increase in personal savings would help ease the 
credit pinch on farm borrowers. 


What about food demand? . . . A slump in consumer spending 





should not affect demand for farm foods as much as for 
nonessentials. In fact, it could spur sales of lower 
priced basics such as chicken, potatoes, rice, and wheat 
products. However, it might further depress the demand 
for red meats-—-particularly premium beef cuts. Restaurant 
trade and some convenience foods could suffer, too. 


Exports should keep climbing . . . Though farm income is 





in the doldrums this year, U.S. agricultural exports remain 
a bright spot--now and for the foreseeable future. They 
totaled more than $21 billion for the first half of this 
fiscal year (Oct. 1979-March 1980), with cotton export 
value up 82% from a year earlier and grains up 74%. For 
the entire year, exports may reach around $38 billion. 
That's a bit higher than earlier estimates and a substan- 
tial jump from 1979's $32 billion. 


Watch new crop prospects . . . Aside from the economic 





downturn and export strength, much attention has focused 

on movement of grain into the reserve, CCC purchases, and 
other price-supporting actions. But don't forget that 
weather here and abroad is a major price factor from now 

on. Farmers’ April intentions to plant about 5 million 

more acres to major spring crops than last year must be 
weighed against 1979's outstanding yields for many crops 

and below normal abandonment. Add in a possible cutback 

in fertilizer and fuel use. If yields per acre return to 
trend, U.S. crop production will be smaller than last year #> 


FARMLINElJune 1980 











Volume | June 1980 
Number 3 


._FARMLINE 





ad FEATURES 





Foreign Flags On U.S. Farmiand 4 


Is America selling out? Fears that foreign investors have staked claim to 
huge chunks of U.S. farmland are largely groundless, according to a recent 


™ study. 


Another Revolution In Farming? 7 


Without fanfare, a new revolution may be sweeping the countryside, chang- 
ing the face of American agriculture. 


, Dollars And Census: Rural America’s Big Stake 10 


When 1980 Census results are in, they’re likely to show some significant 
population shifts that should mean more money and political clout for many 
rural, southern, and western areas. 








| Mad Toms To Queens: Catfish Get Cultured 12 
More and more farmers are turning their ponds into underwater feedlots, pro- 
ducing a cultured cat crop that’s tastier and more profitable than ever. 
Competing For OPEC Markets 16 


Agricultural sales to OPEC markets have been spurting, but the U.S. faces 
stiff competition every step of the way. 











Cotton’s Future Looms Brighter 18 


Ph 


nA Te 





Has cotton begun to hold its own in the battle with synthetics? It’s too early 
to be sure, but cotton’s future now looks brighter than at any time in the 
| past two decades. 

















For Pests, It’s IPM 21 ) 4 


n Reducing crop losses from pests while reducing dependence on environ- 
mentally damaging chemicals—that’s integrated pest management and it’s 
coming on strong. 





a 











DEPARTMENTS > 
TTT GR LR RTI Sc A Re TE 
Perspectives 2 
Agricultural Roundup 15 


Farmline Trends 22 














Sd * 


FARMLINE/June 1980 





AE ATURE 


Foreign Flags On U.S. Farmland 


ears that foreign investors have staked 

claim to huge chunks of U.S. farmland 
are largely groundless, according to a 
USDA study recently submitted to Con- 
gress. 


The study reports that foreign investors 
held an interest in about 5.2 million acres 
of U.S. farm, forest, and pasture land as of 
October 31, 1979. That’s less than one-half 
of 1 percent of the nation’s one and one- 
quarter billion acres of private agricultural 
land. 


Moreover, a detailed analysis covering 
about 3 million of the 5.2-million-acre total 
indicated that cropland accounted for only 
1 out of every 5 acres reported, with most 
foreign holdings classified as forest, pas- 
ture, or other land. 


Also, three-fourths of the land identified as 
“foreign-owned” was actually owned by 
U.S. corporations in which foreign in- 
terests held a share—in some cases as lit- 
tle as 5 percent. 


These figures are based on reports filed by 
foreign groups and individuals under the 
requirements of the Agricultural Foreign 
Investment Disclosure Act of 1978 (AFIDA) 
The reports identify the foreign investors; 
the locations, types, and acreages of the 
land they own; and how they are using the 
land. 


The USDA study of the AFIDA reports con- 
cludes that while foreign land ownership is 
too small to have any national impact on 
U.S. agriculture, there might be some local 
effects in communities where foreign hold- 
ings are significant. 


Foreign Investors In Dixie 


Although foreign agricultural landholdings 
were reported in every state except Rhode 
Island, foreign investments were heavily 
concentrated in the southern states. 


In fact, three southern states— Tennessee, 
Georgia, and South Carolina—accounted 
for a fourth of the foreign acreage analyzed 
in the report. The entire South contained 39 
percent of all foreign landholdings nation- 
wide. Outside the South, the largest 
foreign-owned acreages were reported in 


ee 
Question: Which of the following 
statements are true? 
1. Foreign investors want only 
our cropland. 
2. Foreign investors can be 
blamed for the sharp runup in 
land prices. 
3. When they buy, they take 
good farmiand out of production 
and push U.S. farmers off the 
land. 
Answer: None of the above, accord- 


ing to this study. 
Re TAN SE RRR EAR ETEG OA ale 


New Mexico, Oregon, Texas, Montana, 
Colorado, and Nevada. 


Among all 50 states, however, only three 
had foreign landholdings exceeding 1 per- 
cent ot the state’s total private agricultural 
land. In Nevada, the foreign-owned propor- 
tion was 1.7 percent; in South Carolina, 1.4 
percent; and in Tennessee, 1.2 percent. 


In several states, the proportion of foreign 
acreage was well below a tenth of 1 per- 
cent. Two of these—lowa and Missouri— 
have some of the tightest restrictions on 
foreign ownership of the more than 25 
states with such laws. 


Of course, these percentages are based on 
the portion of foreign landholdings actual- 
ly analyzed in the report to Congress, so 
percentages may rise somewhat when all 
foreign agricultural holdings are classified. 


Corporations With Connections 


Of the foreign land investments analyzed, 
80 percent of the total acreage was owned 
by corporations. With few exceptions, 
these were U.S. corporations—with foreign 
shareholders having at least a 5-percent in- 
terest—rather than foreign corporations. 
The remaining acreage was owned by for- 
eign individuals, partnerships, estates, and 
other interests not affiliated with U.S. cor- 
porations. 





RR a RE REE PR RS AE 
Concentration Is the Key 
(Proportion of Foreign-Owned Agri 
state, February 1, 1979) 





iltural Land to All Privately Owned Agricultural Land in Each 


Cc) Less than 0.1% 
EJ 0.1% to 0.4% 


GD 0.5% to 0.9% 
[_] More than 1.0% 


° 
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Foreign individuals who reported some 
ownership of U.S. land outnumbered cor- 
porations by more than two to one. How- 
ever, while the corporations held an aver- 
age 4,032 acres each, the individuals aver- 
aged only 188 acres each and accounted 
for a mere 8 percent of the foreign land- 
holdings analyzed in the study. Foreign 
partnerships held an average of 1,279 
acres each and owned a tenth of all acre- 
age reported. 


Over 40 percent of all foreign owners re- 
porting were Canadians. But their direct 
holdings of U.S. land or indirect holdings 
through shares in U.S. corporations ac- 
counted for only about 12 percent of all 
acreage reported. 


By far, the British were the largest identifi- 
able nationality group, holding—primarily 
through their interests in U.S. corporations 
—a share in nearly a third of all foreign- 
owned U.S. land. Through direct or indirect 
holdings, interests from Luxembourg, 
West Germany, and the Netherlands/ 
Netherlands Antilles each held more than 
a tenth of foreign-owned acreage. 


In many cases, however, foreign invest- 
ments are made through so-called “dum- 
my corporations” located in countries 
where the identity of the owner may not be 
revealed. Thus, the reported nationalities 
of foreign investors may reflect the nation- 
alities of the foreign corporations which in- 
vested their funds in the U.S.—not the 
countries of actual investors. This explains 
the prominence, for example, of the 
Netherlands Antilles among the investors 
in U.S. land. 


Timber Land Predominates 


While crop and pasture/range land was the 
focus of the AFIDA study, about 43 per- 
cent of the agricultural land categorized in 
the AFIDA report was timber or forest land. 
Many U.S. timber companies are partially 
or entirely owned by foreigners, particular- 


400 600 800 1,000 1,200 1,400 


200 


Cropland accounted for only 19 percent of 
the acres reported, pasture land for an- 
other 23 percent, and other land uses for 
the remaining 14 percent. Together, for- 
eign-owned crop and pasture land repre- 
sented about a tenth of 1 percent of all pri- 
vately held U.S. agricultural land. 


Measuring The Impact 


With foreign investors holding an interest 
in fewer than one out of 200 acres of U.S. 
agricultural land, farm resource econo- 
mists discount any noticeable impacts at 
the national level. However, a major ques- 
tion still under study is whether relatively 
high regional or local concentrations of 
foreign ownership affect individual areas 
or communities. 


USDA and university researchers are ex- 
amining possible localized effects of for- 





eign investment on land prices, farming 
opportunities, resource management, land 
use, and agricultural productivity. 


Each new investor—foreign or domestic— 
may have some impact on land values, say 
farm real estate specialists, but because 
foreign investments account for such a 
tiny portion of the land marketed, they are 
not likely to have a strong influence in any 
direction. 


In fact, some of the states with the highest 
rates of foreign investment, such as 
Georgia and Tennessee, have only shown 
average or below-average gains in farm 
real estate prices. 


At the same time, states such as Ken- 
tucky, Wisconsin, and Minnesota, with low 
rates of—or restrictions on—foreign in- 
vestment have experienced above-average 
increases in farmland prices. 


Corporations Lead in Foreign-Owned Acreage Mix 
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ly the British. ~ ae Foreign individuals 
Pe | Partnerships, with one or more partners foreign 
GE Corporations with foreign interests 


. ‘Based on a detailed analysis of 3.619 AFIDA report forms accounting for 2,200 foreign owners and 3.1 million 
acres of landholdings and acquisitions 
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The Farm Opportunity Question 


Another concern has been the effect of for- 
eign ownership on farming opportunities. 
Foreign investors, as absentees, generally 
rely on hired managers and tenants to 
operate their land. This has raised the 
question of whether foreign investment 
can limit the availability of land to US. 
farmers. 


However, ownership has traditionally been 
only one of the ways that U.S. farmers gain 
access to land for farming. Nearly 40 per- 
cent of U.S. farmland is leased, and most 
of that from nonoperator—and frequently 
absentee—landlords. Foreign owners may 
displace a few U.S. landlords, but it seems 
unlikely that they significantly affect the 
tenure structure in agriculture 


Moreover, the available evidence suggests 
that many foreign owners retain whoever 
was farming the land when it was pur- 


Who Must Report? 


The Agricultural Foreign Investment 
Disclosure Act (AFIDA) of 1978 be- 
came effective in February 1979. It re 
quired all nonresident aliens who held 
U.S. agricultural land as of February 1 
1979, to file a report of such holdings 
with USDA as of August 1, 1979 


From then on, those who acquire or 
dispose of U.S. agricultural land must 
file within 90 days of the transaction 


All foreign individuals, governments 
and other legal “entities” based in, or 
created under the laws of, a foreign 
country are required to file. 


There is also a provision to identify 
foreigners who hold an interest in U.S 
land indirectly, such as through their 
shares in a U.S. corporation 


Report forms are available from, and 


chased. A change in operator was reported 
for only about a fourth of the acreage 
recently acquired by foreign investors. 


Other changes in tenure arrangements 
may be more likely—reflecting, for exam- 
ple, a marked preference for cash rather 
than crop-share leases—but these are 
probably similar to the tenure policies of 
any distant landlord. 


Commitment To Land And Community 


Another important issue is the quality of 
stewardship over the land and its retention 
in agriculture. Although questions relating 
to the efficiency of management may re- 
quire further study, the overwhelming ma- 
jority of foreign owners filing under AFIDA 
reported no intentions to change the use 
of the land. 


No change in use was reported for 95 per- 
cent of the acreage involved, and foreign 


must be filed with, the ASCS office 
serving the county where the land is 
located. Failing to report, or filing late, 
false, or misleading reports, can result 
in civil penalties of up to 25 percent of 
the fair market value of the owner's in- 
terest in the land. 


Agricultural land is defined as all land 
used for agricultural, forestry, or tim- 
ber production. It does not include 
homesites or land used for recreation 
or home gardening that does not 
otherwise meet the requirements. 


USDA has responsibility for the con- 
tinued collection and analysis of 
AFIDA data, as well as enforcement. 


Further details on the reporting re- 
quirements under AFIDA can be 
obtained from any ASCS county 
Office. 


OP ROE a RR ASS SR 


holders of only 1.5 percent of the land had 
plans to convert some acreage to nonagri- 
cultural use. Also, there was no indication 
that foreign ownership results in idling the 
land. 


In fact, studies suggest that foreign 
owners tend to increase production and in- 
tensify land use by clearing additional 
cropland, irrigating former dryland, and 
converting native pasture to improved 
pasture. Under current tax laws, there are 
big incentives for investors with higher in- 
comes—foreign or U.S.—to invest in land 
improvements and conservation. 


Finally, foreign investors do not appear to 
be a factor in the farm population decline, 
since their land continues to be farmed by 
the same operator or a local replacement. 


More To Learn 


U.S. tax laws, the decline in the dollar, and 
conditions in many other nations have cer- 
tainly made U.S. farmland, with its steadily 
rising value, an attractive investment. How- 
ever, it now seems abundantly clear that 
some early fears about a foreign rush on 
U.S. farmland were exaggerated. 


Nevertheless, USDA will continue to moni- 
tor foreign investment patterns through 
the AFIDA reports and will continue report- 
ing on the extent and impacts of foreign 
ownership in U.S. agriculture. 


Other studies are also being conducted. 
Under a cooperative research agreement 
with USDA’s Economics, Statistics, and 
Cooperatives Service, lowa State Univer- 
sity researchers are looking at patterns of 
land use, productivity, land prices, conser- 
vation, input purchases, and related sub- 
jects to determine whether the economic 
implications of foreign ownership differ 
from those of domestic ownership, both 
local and absentee. 


In the months ahead, many of the ques- 
tions that remain about foreign investment 
in U.S. farmland are likely to be answered. 
The answers may not settle this controver- 
sial issue, but they should give both sup- 
porters and opponents of foreign invest- 


ment restrictions a better idea of theigp 


ground—and who owns it. 
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FEATURE 


‘Another Revolution in Farming? 


hanges underway in American agri- 

culture may be as far-reaching as 
earlier revolutions in farming, according 
to USDA economist Lyle Schertz. 


Involved is a transformation in the 
organization and management of U.S. 
farms, brought about by changes in the 
size of farms, form of ownership, use of 
capital goods, distribution of risks, and 
credit use. 


Periods of dramatic change aren't new to 
U.S. agriculture. Agricultural historians 
call the period in which horses were 
substituted rapidly for hand labor the 
first U.S. agricultural revolution. In the 
second revolution, tractors were substi- 
tuted for horses 


Those two revolutions centered heavily 
on technological breakthroughs. This 
one lacks such a clear focus—although 
technology is substantially involved in 
today’s changes—because many forces 
are involved. 


Specifically, Schertz identifies seven key 
forces which have affected the way 
farms are organized and managed: 
inflation; the increased role of farm 
product exports; capital intensive new 
technologies; nonfarm jobs for rural 
people; availability of institutional credit 
for purchase of land and capital goods; 
commodity programs supporting farm 
product prices; and new tax rules. 


Key Forces 


While none of these factors is, by itself, 
enough to turn the agricultural world 
topsy-turvey, their combined effects are 
to transform the organization and man- 
agement of U.S. farming: 


e Inflation strengthens the relative eco- 
nomic position of the wealthier and 
higher income people in buying land. 
While increasing the wealth of land- 
owners, it makes it more difficult for new 
entrants into farming to acquire needed 
land. * 
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¢ Exports contributed significantly to 
the sharp upturn in farm earnings in the 
1970's, created acceptable prices and 
farm income with only modest produc- 
tion restraints, and created new markets 
for corn and soybeans. Another effect 
has been greater specialization in the 
Corn Belt. 


© Capital-intensive new technologies 
have enabled some individuals to con- 
trol larger amounts of land and other 
production resources. Machines, for 
example, make possible substantial 
economies of operation and thereby 
large-scale farming. This increased use 
of capital-intensive technologies has 
meant decreased labor requirements. 


e Nonfarm job opportunities made it 
possible for farm people to migrate to 
the cities and towns and be better off 
economically than if they had stayed in 
rural areas. 


© Availability of credit for land and 
equipment purchases can determine 
who survives in farming. With inflation- 
ary conditions, people—both farm and 
nonfarm—with sources of money other 
than income from the land being pur- 
chased have a clear competitive edge 
over others. 
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© U.S. farm programs have also tended 
to encourage the shift toward large- 
scale farming by supporting commodity 
prices. “By reducing the risk of price 
declines, the programs enhance the 
confidence of people aggressively will- 
ing to accumulate land and/or invest in 
capital goods that facilitate large-scale 
production of commodities,” Schertz 
says. Also, lenders are encouraged to 
extend credit to such people, since the 
risks Of commodity price declines are 
diminished. 


© Income and estate tax rules have 
made farm ownership more attractive, 
thus leading nonfarm people to invest 
for tax advantages. These rules also 
encourage farmers who are able to ex- 
ploit tax opportunities to increase the 
size of their farms. Another effect is to 
lead to more corporate farms. 


While each factor has a strong individual 
impact on farming, that effect often in- 
creases when taken in tandem with other 
factors. 


For example, the effects of increased 
farm exports on U.S. farming were 
greater because tax rules allowed cash 
accounting and tax credits for invest- 
ments. And the effect of inflation com- 
bined with increased credit availability is 
greater than if either factor had occurred 
alone. 


Into The Future 


The sustained, combined effects of 
these seven major forces in the future, 
Schertz concludes, will lead to: 


e Further declines in farm numbers, 
but—in continuation of 1970's trends— 
at a slower rate than in the 1950’s and 
1960's. 


® Increasing concentration of produc- 
tion among the largest producers. 


e Strong pressures for increased sepa- 
ration of ownership and resources used 
in farming, such as land. For example, 
the practice of renting land is likely to 
increase. 





Perhaps the most worrisome unknowns 
are the effects of higher energy prices. 


“The higher energy prices are bound to 
affect the mix of resources used in 
farming and location of production,” 
Schertz says. “There will be increased 
economic incentives to use energy- 
efficient systems of production, but the 
eventual effect on how U.S. production 
of livestock and crops is organized and 
managed is highly uncertain.” 


As American agriculture strives to ac- 
commodate these changes in coming 
years, government policymakers also 
face some adjustments 


in future years, policymakers may be 
under increasing pressure to avoid 
programs that give the bulk of their 
benefits to those who need them least, 
Schertz says. “Consideration may be 
given to focusing on income problems of 
farmers on an individual need basis—an 
approach similar to the way our society 
relates to income problems of people 
who are not fa-mers. 


“In this context, incomes from both farm 
and nonfarm activities would be consi- 
dered.” This would mean, according to 
Schertz, that implementation of tradi- 
tional farm-related programs would 
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emphasize such national economic 
objectives as price stability, employ- 
ment, and balance of trade, and not 
necessarily farm income. 


“Thus,” he says, “changes in the way 
programs are implemented may be as 
dramatic as changes in farming—and 
equally revolutionary.” 


Livestock Sector 


The changes which have swept across 
American farms and ranches over the 
past several years haven't hit all sectors 
with equal impact. Among the most 
dramatically affected is livestock pro- 
duction. 


The move toward concentration in cattle 
feeding and in poultry and egg produc- 
tion has been great. Half of all cattle fed 
in the U.S. are handled by more than 400 
feediots averaging over 30,000 head per 
year. 


As for poultry, about 5,000 farms with 
20,000 or more birds account for 70 
percent of all U.S. egg production. And 
16,000 to 17,000 farms with 60,000 or 
more broilers account for 90 percent of 
that production. 


In the hog industry, concentration is also 
occurring, but at a slower rate—with 
10,000 farms accounting for a fourth of 
all hog sales, and with 15 or 20 firms 
annually marketing 50,000 to 200,000 
head each. 


In the past, such large-scale operations 
were discouraged by lack of labor and 
management skill and by the risk of 
disease in large confinement operations. 
If these large-scale ventures succeed, 
more concentration may follow. 


Dairying has become a specialized farm 
activity of commercial farming. Only 
about 200,000 commercial dairy farms 
operate—about a third the number in 
1950. Large-scale production units are 
being operated successfully in Califor- 
nia and Arizona—possible harbingers of 
a new trend. 





Regional Charges 


The changes in U.S. farming have 
affected different regions in different 
ways. 


All regions have had declines in farm 
numbers and increases in farm sizes. But 
individual characteristics of each region 
tend to diminish—or accentuate—the 
various forces of change. 


In the Northeast, regional forces which 
are shaping agriculture include scarcity 
of productive land, government policies 
and cooperative activities affecting the 
milk industry, and competition from 
producers in other regions because of 
low transportation costs. 


North-Central farmers are influenced by 
the effects of increased exports of corn 
and soybeans, the effects of commodity 
support programs, and by historical and 
topographical aspects that facilitate 
land consolidation into larger farms. 


In the South, the flat Delta terrain 
encourages farm enlargement, while the 
hilly countryside in other parts of the 
South retards such consolidation. 


Great Plains producers are continually 
affected by water scarcity, by increasing 
wheat exports over the past decade that 
tend to boost production acreage, and 
by abundant feed grain supplies which 
encourage development of feediots. 


Southwest farming tilts toward large- 
scale and diverse operations due to the 
arid climate and prevalence of irrigation. 


In the Northwest, water resource poli- 
cies, federal policies related to labor, 
distances to major markets, and urbani- 


zation have helped shape agriculture@® 
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there. These forces, combined with 
availability of new technologies and with 
federal commodity programs, have 
encouraged irrigation, helped decrease 
farm numbers, boosted consolidation, 
and linked production from individual 
farms to a growing food processing 
industry 


Emerging Issues 


As these and other trends emerge and 
become clearer, a multitude of uncer- 
tainties remain to cloud the future of U.S. 
agriculture. 


Energy, water, the unionization of farm- 
workers, possible restraints on techno- 
logical developments, and other such 
factors could greatly alter existing 
trends—which show a slowing of the 
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decline in the number of small farms, a 
further decrease in the number of mid- 
die-sized farms, and an increase in the 
number of large farms. 


“Public debate in the 1980's likely will 
focus on the increased concentration of 
production among larger farms and the 
ever-decreasing marketing opportuni- 
ties for small farmers,” Schertz predicts. 
“But these issues may be of secondary 
importance to another related issue— 
the separation of ownership and use of 
resources. 


“This separation may increase, especial- 
ly with respect to land.” 


The value of even a moderate-size farm 
is often so high that it can be difficult for 
a family to pass its resources to a single 
child, even with favorable tax rules. 





For Further Information 


A summary of the report from which 
this article was taken is available 
from USDA's Economics, Statistics, 
and Cooperatives Service. 


Assembled by Lyle P. Schertz, the 9- 
page publication includes material 
by several USDA authorities: Beef by 
J. Rod Martin; Dairy by Robert H. 
Forste and George E. Frick; Poultry 
and Eggs by Roy N. Van Arsdall and 
Henry C. Gilliam: the South by W.C. 
McArthur; the Great Plains by Willi- 
am Franklin Lagrone; the Southwest 
by Stanley S. Johnson and Edward V. 
Jesse; and the Northwest by Donn A. 
Reimund. Schertz authored chapters 













“Thus,” Schertz says, “ownership of 
individual land parcels in the next two 
decades will involve multiple ownership 
by descendants of those who expe- 
rienced the capital gains of the 1970's. 


“Some children not farming will want to 
sell their interests, but family people may 
not be able to buy and potential buyers 
may not be farm operators. In fact, those 
family members farming likely will prefer 
that sales be made to people willing to 
rent the land to them. 


“The magnitude of these developments 
probably will be much greater than likely 
sales to non-Americans. However, the 
characteristics of the operators and the 
resulting organizations and manage- 
ment of farms may not be greatly differ- 
ent.” 


detailing a national overview, North- 
east, and North Central agriculture. 


According to Schertz, the book “can 
contribute to an enlightened dia- 
logue about the related issues” that 
arise from changes in U.S. farming, 
examines why these changes oc- 
curred, then projects these trends 
into the future. 


The summary can be ordered free 
from: ESCS Publications, Room 
0054-S, U.S. Department of Agricul- 
ture, Washington, D.C. 20250. Ask 
for Another Revolution in U.S. Farm- 
ing, Summary Analysis (A\B-433). 
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Dollars And Census: 
Rural America’s Big Stake 


hat’s at stake for rural Americans 
when preliminary 1980 Census 
results are compiled in August? 


The findings, along with those of the Cen- 
sus of Agriculture (conducted every 5 
years) will influence government programs 
which directly affect each farmer and rural 
resident, according to USDA’s population 
expert, Calvin Beale 


Federal agencies will use the data on age, 
sex, race, family structure, and living con- 
ditions to allocate more than $50 billion to 
39,000 jurisdictions—including rural coun- 
ties and communities 


For example, FmHA, the rural credit agen- 
cy of USDA, used Census information in 
allocating $14.6 billion for 1979 programs 
Extension services, land and water conser- 
vation, water and waste disposal, housing 
and community development, employment 
training, and community action programs 
also serve rural areas and depend on 
federal funding 


Shifting Population 


With so many government programs tied 
to data on population and economic condi- 
tions, rural areas have a particularly big 
stake in this 1980 Census. That's because 
the population changes that have occurred 
since the last Census in 1970 are likely to 
divert a greater share of the funds to rural 
and farm areas 


During the 1970's, growth rates in rural 
areas exceeded metropolitan rates for the 
first time, with the possible exception of a 
brief period during the Great Depression 
Between 1970 and 1978, the nonmetropoli- 
tan population increased by 10.5 percent 
compared with a metropolitan growth rate 
of 6.1 percent 


Beale explains why. Jobs are increasing 
faster in rural areas, especially in services, 
traGes, and construction. Because of im- 
proved pensions and early retirement, 
retired people are also flocking to settle in 
rural areas. Quality of lifestyle is another 
important reason for the rural move. 


Beyond these population changes, there is 
also a shift to the south and west. “In 
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**In 1980, we may for the first time 
find the center of population to lie 
west of the Mississippi River—a 
symbolic milestone.”’ 
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1980,” Beale predicts, “we may for the first 
time find the center of population to lie 
west of the Mississippi River—a symbolic 
milestone.” 


In the House of Representatives, implica- 
tions of the shift are more than symbolic. 
The Census Bureau estimates that about 
14 congressional seats will shift to the 
west and the south when 1980 figures 
become available. All will come out of the 
north and all but one (South Dakota) from 
east of the Mississippi River 


South And West To Gain Seats 
At Expense Of North 


States that would gain or lose congres- 
sional seats if 1979 state populations were 
used to reapportion the U.S. House of 
Representatives. 


Losers and 
number of seats: 


Gainers and 
number of seats: 


Arizona 1 Illinois 2 
California 2 Massachusetts 1 
Colorado 1. Michigan 1 
Florida 3 New Jersey 1 
New Mexico 1 New York 4 
Oregon 1. Ohio 2 
Tennessee 1 Pennsylvania 2 
Texas 2 South Dakota 1 
Utah 1 
Washington 1 

TOTAL 14 14 


Source: U.S. Bureau of the Census, Current Popula 
tion Reports, P-25, No. 868, July 1, 1979, provisional 
state estimates 


Stemming The Urban Bias 


Even with the mountains of information 
collected, there is still a fundamental need 
to supplement Census data about rural 
areas with more detail. By providing de- 
tailed analyses to policymakers, Beale 
seeks to stem what he sees as “evidence 
of urban bias” in many government pro- 
grams. 


Rural areas have special needs that are 
not necessarily served by applying urban 
criteria to programs in rural communities. 


For example, using population density 
data to determine the adequacy of health 
care services may make it appear that the 
entire state of Wyoming needs only four 
maternity hospitals to provide the same 
availability of services as a major city. Ob- 
viously, other factors, such as the dis- 
tances people have to travel to use com- 
munity services, must also be considered. 


Backing Up Rural Polices 


This growing need for information has 
spawned another attempt to provide sys- 
tematic data on rural areas: the National 
Rural Community Facilities Assessment 
Study. The $3 million, 3-year study will pro- 
duce results to fill a void. 


“For the first time,” says Richard Long, 
USDA liaison for the study, it “promises a 
look at all rural facilities and a measure of 
their inadequacies.” 


The study seeks to shed light on the long- 
held suspicion that rural people are under- 
served in, for example, fire protection and 
water quality, services that other Ameri- 
cans take for granted. 


For USDA to administer grants and loans 
intelligently, according to Long, “we have 
to know where the people are and where 
the facilities are.” It's not enough to know 
that a community is shrinking but where 
the population is shifting. 


Census information, along with the de 
tailed information from other USDA 
studies, will provide a strong base for 
USDA policies regarding rural areas. 
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Here are some of the findings ex- 
pected when the 1980 Population 
Census results are made public by 
the end of the year: 


@ A shift in population toward 
rural areas and western and 
southern states. 


@® More farm women employed 
and a decline in the birth rate of 
farm families. 


@ Higher educational levels and 
improved housing conditions of 
farm families. 


U.S. Population Is Shifting South, West, and Rural 


(Percentage Change in Population, 1970-78) 


All U.S 


+ 6.1 Metro 


“Includes Alaska and Hawaii + 10.5 Nonmetro - 
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Questioning The Count 


“Everyone wants something—funds 
for poverty programs or revenue- 
sharing to keep the lid on taxes,” says 
USDA's Calvin Beale about the Cen- 
sus and its effect on the allocation of 
government funds. 


Since funds and services are in- 
fluenced by census numbers, under- 
count is a major concern. 


Back in 1790, the year of the first Cen- 
sus, the residents of Wilmington, N.C., 
complained to George Washington 

that the count takers goofed. Now, the 










right count matters much more, Beale 
says. 


In the 1970 U.S. Census, 2.5 percent of 
the population missed a count. Under- 
count varied from very little in states 
like Wisconsin, Utah, and Minnesota 
to 9 percent in New Mexico—9 out of 
10 undercount states had large rural 
populations. 


“It’s not possible to estimate what the 
dollar loss is to each individual 
missed,” Beale says. But any com- 
munity whose undercount is above 
average will not receive as much 
federal or state support as it’s entitled 
to get. 


=== 


From a drawing by Thomas Worth. 
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Mad Toms To Queens: 
Catfish Get Cultured 


ad Toms and Mud Cats, Fiddlers and 

Bullpouts—they’ve been called every- 
thing, but the image of the wild catfish is 
changing. Farm-raised varieties with 
names like “Lady Anne, Queen of Cultured 
Catfish” are in the spotlight now 


In the burgeoning catfish industry, more 
and more farmers are turning their ponds 
into underwater feedlots, producing a 
tastier and more profitable product. Begin- 
ning this year, they will also be turning to 
USDA for data on farm-raised catfish pro 
duction 


The monthly Catfish report, which the Crop 
Reporting Board began issuing in Febru- 
ary, provides the only statistics on the cat- 
fish industry on a regular basis. Published 
as the Farm-Raised Catfish Processors’ 
Report by the Department of Commerce 
since 1969, it was moved to USDA because 
of the increasing importance of aquacul- 
ture (underwater food production) in agri- 
culture 


The monthly reports present data collected 
from the farm-raised catfish processing 
plants having production capacity of at 
least 2,000 pounds (live weight) per 8-hour 
day. The reports include average prices 
paid to farmers, net catfish sales, and 
pounds of catfish processed. 


Although the Crop Reporting Board does 
not normally reveal names of individuals or 
companies surveyed, the new catfish 
report will include, with their permission, a 
list of the catfish processors, continuing 
the Commerce Department custom. 


Catfish Coming On Strong 


While even the most avid catfish enthusi- 
asts admit that this bewhiskered, botiom- 
feeding fish is unattractive to behold, they 
declare that its taste more than compen 
sates. Many consumers agree. Rapid 
growth in the industry is reflected in the 
catfish reports over the past 11 years. In 


1969, five plants processed 3.2 million 
pounds (live weight) of catfish. Of the five, 
only one, after extensive management 
changes, has become a major processor. 
By 1979, 10 plants processed 40.6 million 
pounds. 


But the growth trend hasn't been constant. 
During the first few years, processed pro- 
duction grew 40-50 percent each year. Dur- 
ing 1973, production growth slowed to 7 
percent, and output actually declined in 
1974 and 1975 because of a general eco- 
nomic slowdown and the high cost of feed. 


The tight grain supplies and sharply rising 
feed costs of the mid-1970’s forced catfish 
feed producers to reduce the protein con- 
tent of feed below the 28-30 percent mini- 
mum requirement established by govern- 
ment and private research. This lengthened 
the time it took to raise the fish. 


Making a Splash: Farm-Raised Catfish * 


In 1976, a turnaround in the economic situ- 
ation signaled the beginning of a slower, 
but more stable era. Processed production 
grew 18 percent in 1976, 17 percent in 1977, 
36 percent in 1978, and an estimated 35 
percent in 1979. 


The growth trend has been measurable in 
dollars since 1975 when the Department of 
Commerce began collecting data about 
the value of the catfish crop to the farmer. 
In that year, the total revenue received by 
farmers was $7.8 million. By 1979, the 
figure had tripled, reaching almost $25 
million. 


The rapid gains in production since 1977 
can be largely attributed to two develop- 
ments, according to James W. Ayers, a 
fishery marketing specialist at the Com- 
merce Department. 
































1969 1970 1971 


* Total weight of and farm receipts from catfist 


for recreational fishing or other purposes 
@ Live weight 


1972 1973 1974 


1975 1976 1977 1978 1979 


sold to processors. Does not include catfish sold 


4 Data on farm prices and earnings weren't collected before 1975 
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First, farmers have improved their harvest- 
ing methods. By controlling the mesh size 
of their nylon seines (large nets which 
hang vertically in the water), they can 
remove the mature fish needed from the 
pond while leaving the smaller fish behind 
to grow. An improvement over clearing the 
pond of all fish annually, the controlled 
harvesting can be done 3 or 4 times a year, 
yielding more production per acre. 


A second development has been the for- 
mation of feed supply cooperatives by cat- 
fish producers. The cooperatives help 
assure members of a reliable supply of 
quality catfish feed at bulk-discount prices. 
Three cooperative feed mills operate in the 
lower Mississippi River basin, the leading 
region in farm-raised catfish production. 
Some seven or eight private firms also 
manufacture catfish food. 


Keeping Up With Production 


With the growing production, catfish pro- 
ducers must expand their markets. The key 
is an efficient processing industry that will 
provide a regular supply of quality fish to 
retail and institutional markets like restau- 
rants and supermarkets. That’s where the 
Crop Reporting Board report is focused: 
processed fish going to food markets. 


However, most harvested catfish never 
reach processing plants. Only 41 million 
pounds—30 to 40 percent of all catfish 
produced on the farms—is processed. An- 
other 30 to 40 percent goes to the “live 
haul” recreational market. The remaining 
20 percent is sold through miscellaneous 
outlets, such as direct sales to consumers, 
or to organizations for fish fries. 


So there’s a big data gap for nonprocessed 
catfish. “We've only scratched the 
surface,” says USDA economist Dwight M. 
Gadsby. “The producers have practically 
built the industry themselves.” 


Alieady, though, gathered data may lead 
some farmers to ponder the potential of 
that pond as aff underwater feedlot for an 
extra cash crop. 
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Demand for farm-raised catfish, along with 
other fish, is likely to grow. In 1978, Ameri- 
cans ate nearly 14 pounds per capita of 
fish (all types), indicating a small, steady 
rise since 1969. Until 1969, consumption 
had held steady at about 11 pounds per 
year since the early 1960’s. Of the quarter 
pound of catfish per capita consumed by 
Americans between 1975-79, fresh catfish 
outsold the frozen and ice-packed varieties 
by a 3 to 2 ratio. 


Catfish Prices Heading Upstream 


Average prices paid to farmers 
Cents per Ib 


Getting Into The Business 


An estimated 5,000 U.S. farmers in aqua- 
culture now raise catfish for harvest. But 
only 300 of them farm 250-and-more water 
acres, sometimes producing 10,000 catfish 
per acre per year. 


Despite the expanding market for catfish, 
a new producer’s odds of succeeding are 
slim. About 95 percent of the new entrants 
to aquaculture drop out because of 
finances. 
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Source: National Marine Fisheries Service, U.S. Department of Commerce 
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Catfish farmers buy fingerlings and feed 
them high protein food. The feeding proc- 
ess, which fattens the fingerling to 1.5 
pounds, takes about 7 months. Fish are 
the most efficient converters of feed into 
meat. A catfish farmer gets 1 pound of cat- 
fish for 2 pounds of feed. 


While operating costs are also substantial, 
a large initial capital investment is needed 
for getting started. First, the catfish pro- 
ducer needs to acquire a farm with two or 
three ponds, covering a total of about 50 
acres. The investment in equipment, such 
as pumps, wells, and aerators, is also 
large. In farms of at least 160 acres, the 
capital investment averages $2,000 per 
acre. 


Once the facilities, equipment, and finger- 
lings are brought together, the next invest- 
ments are time and labor. The fish need 
almost constant attention. Ponds must be 






Lely Anne” 


cared for; undesirable, wild fish that com- 
pete with the farm-raised crop for food 
must be removed; oxygen, feed, water 
levels, water quality, and acidity must be 
checked daily; and mud and silt must be 
cleaned from the pond. 


In addition, the water supply, usually from 
wells, must be aerated to prevent fish kill 
caused by lack of oxygen—a common fish 
farming problem. Aeration also purifies the 
water to make it suitable for domesticated 
fish. 


Assuming that a good crop of catfish 
results, getting them from pond to proc- 
essor is the next major job. With the pond 
partially drained, farmers use seine-hauls, 
stretched from bank to bank, and operated 
by tractors at opposite sides. Hydraulic 
lifts assist in hoisting the harvest for 
weighing and in depositing the fish in the 
tank trucks destined for the processing 
plant. 


Coming Up: More Research 


Major plans are underway to provide much 
needed information about the catfish in- 
dustry and aquaculture in general. A five- 
year plan, “Aquaculture—a Program for 
Eighties,” was put together at the request 
of the Secretary of Agriculture. 


Awaiting total funding, the plan is a com- 
pilation of priorities representing the con- 
tributions of many aquaculture specialists 
outside government. It calls for “an array 
of activities ranging from research and 
technology programs, marketing and eco- 
nomic analyses, to food safety and con- 
sumer acceptance work.” 


As the initial step in this plan, $170,000 in 
USDA funds has been earmarked for a cat- 
fish survey (along with trout) which will 
begin this summer in 12 key states. Survey 
data will include sales volume; number of 
producing operations and fish inventory; 
sales by market sources; losses to para- 
sites, disease, oxygen depletion, pesti- 
cides, and floods; age of facilities and pro- 
posed construction of ponds, raceways, 
tanks, and cages; and sources of funds for 
construction. 


The Crop Reporting Board’s Catfish report 
is issued around the 25th of each month. 
To be placed on the mailing list, write the 
Crop Reporting Board, ESCS, USDA, Room 
0005-South, Washington, D.C. 20250. 


For further information about growing 
farm-raised catfish, write Mark Freeman, 
Executive Secretary of Catfish Farmers of 
America, P.O. Box 1609, Jackson, Missis- 
sippi 39205, or phone (601) 354-6569. 


QUEEN OF CULTURED CATFISH 


Courtesy of Aquaculture International, Inc. 
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Avricultural Roundup 


Big Crops 
Coming? 


As of April 1, farmers intended to 
increase this year’s corn acreage 
by 3 percent from last year, 
sorghum acreage by 5 percent, 
and barley acreage by 2 percent. 
They planned to trim oat acreage 
by 3 percent, which would result 
in the smallest oat plantings 
since the late 1800's. 


A big increase was planned for 
spring wheat, with durum acre- 
age up 37 percent from last year 
and other spring wheat acreage 
up 10 percent. 


Surprisingly, soybean growers re- 
ported intentions to trim plant- 
ings less than 1 percent, despite 
this season’s discouraging 
prices. However, sunflower pro- 
ducers intended a sharp rollback 


from the record area they planted 
last year. 


Meanwhile, encouraged by the 
recent strength in cotton prices, 
farmers were scheduling a 6-per- 
cent rise in cotton plantings. 


Dry bean growers expected to 
plant 21 percent more land in 
1980. The reason: current price 
strength following the recent 
contract with Mexico to provide 
1980-crop dry beans. 


Of course, farmers may have 
altered their early intentions 
before they began planting. 
USDA's first estimates of actual 
plantings to corn, soybeans, 
spring wheat, cotton, and other 
spring-planted crops will be 
issued on June 27 and will be 
followed on July 11 with fore- 
casts of yields and production 


Farmers Plan To Expand Grain Acreage 


1979 





Crop 1978 1979 1980 
plantings plantings intentions to 1980 
secceceeeeneeeeeee thousand acres------------------- percent 
change 
Feed grains 122,761 117,616 120,149 + 2 
All corn 80,052 80,011 82,022 + 3 
Sorghum 16,468 15,399 16,201 + 5 
Oats 16,245 14,146 13,694 - 3 
Barley 9,996 8,060 8,232 +2 
Food gains! 69,248 74,558 82,702 +11 
All wheat 66,255 71,558 79,487 +11 
Winter2 47,893 51,919 56,841 +9 
Durum 4,110 4,042 5,555 +37 
Other spring 
wheat 14,252 15,597 17,091 +10 
Rice 2,993 3,000 3,215 +7 
Oilseeds? 69,632 79,758 78,309 - 2 
Soybeans 64,383 71,586 71,292 (5) 
Sunflower 2,840 5,555 4,450 — 20 
Peanuts 1,544 1,550 1,543 (5) 
Flaxseed 865 1,067 1,024 -— 4 
Cotton 13,360 14,006 14,843 + 6 
Hay4 61,515 61,162 60,527 - 1 
Dry edible beans 1,531 1,453 1,757 +21 
Dry edible peas 204 139 130 - 6 
Sweetpotatoes™ 124 129 121 - 6 
Tobacco4 948 830 929 +12 
Sugarbeets 1,304 1,161 1,204 + 4 


' Excludes rye; rye plantings were pub- 


@shea in December 1979 in the Smai// 


Grains report along with winter wheat 
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2 Estimated December 1979. 3 Excludes 
cottonseed. 4 Area harvested. 5 Less 
than 0.5 percent 


Fertilizer Use 
Slumps 


Half a year ago, forecasters were 
betting that farmers would use 
more fertilizer this spring than 
last. By April, the odds had re- 
versed. 


Tight credit and sharply higher 
prices for fertilizer, energy, and 
interest were encouraging farmers 
to cut costs where they could. 
For many, that meant easing up 
on fertilizer use, according to 
USDA economist Dick Rortvedt. 


For the entire fertilizer year, 
which ends on June 30, the de- 
cline in use may average any- 
where from 3 to 7 percent, Rort- 
vedt predicts. However, sales this 
spring probably slumped much 
more than that because many 
farmers tried to get a jump on 
rising prices by stocking up last 
fall and winter. 


Domestic supplies are up sharply 
—14 percent from a year ago— 
so even strong export demand 
won't be enough to hold up 
prices. In early May, forecasters 
were predicting that sagging 
spring demand would cause fer- 
tilizer prices to level off or even 
decline by late June. 


Early May fertilizer prices were 
running about a fourth higher 
than a year earlier, with phos- 
phate prices 35 to 40 percent 
higher. 


Although prices did not increase 
as much as they did in 1974/75, 
fertilizer/crop price ratios this 
spring were worse. For example, 
it took more bushels of corn or 
wheat to buy phosphate and pot- 
ash this spring than it did back 
in spring 1975. 


In 1974/75, nitrogen use dropped 
about 6 percent and phosphate 
and potash each declined 12 per- 
cent. This year, phosphate use 
may drop 7 to 13 percent, but 
potash consumption may fall 
only 3 to 7 percent. Nitrogen use 
could range from last year's level 
to 3 percent less. 


Some observers have speculated 
that reduced fertilizer use could 
result in smaller crops than 
might otherwise be expected. 


However, Rortvedt points out 
that short-term reductions in 
farmers’ use of phosphates and 
potash should not result in sig- 
nificant yield declines because 
both nutrients carry over in the 
soil from year to year and soil 
fertility has been maintained at 
high levels on much U.S. crop- 
land. 


Annual application of nitrogen is 
much more critical, but there 
may be little or no decline in its 
use. On the other hand, farmers 
have indicated plans to increase 
plantings of wheat and corn this 
spring, and both crops are inten- 
Sive nitrogen users. In order to 
cut costs, farmers are likely to 
reduce nitrogen application rates 
on these crops. 


Beef Grades: 
Lean Awareness 


Two years after USDA beef grad- 
ing standards changed to move 
the top third of the previous 
Good grade beef into Choice and 
the top third of formerly Choice 
into Prime, most consumers ap- 
parently could not tell the differ- 
ence, according to a 1978 USDA 
survey of 1,300 homemakers. 


Close to four-fifths of those sur- 
veyed said they hadn't noticed 
any changes in beef quality. 


Most homemakers also said that 
grade designations were impor- 
tant in determining where they 
shop for beef. However, while 42 
percent when shown a list cited 
Choice as a beef grade, 35 per- 
cent picked “Grade A” beef, a 
bogus designation. 


Nearly 40 percent of consumers 
lacking a high school education 
didn’t know what grade they had 
bought, and 17 percent who had 
gone to college didn’t know. In 
visual preference tests, they did 
prefer leaner beef cuts other than 
the Prime grade. 
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Competing For OPEC Markets ‘ 


ising sales of U.S. farm goods to some 
R:; the 13 member nations of OPEC 
may provide a silver lining in the cloud of 
higher oil prices 


Even so, the loss of Iran, a $415 million 
market in 1979 and in recent years the 
largest OPEC purchaser of U.S. farm 
goods, will probably prevent a gain this 
year. Sales may total around iast year's 
$2.2 billion 


Since 1973, when oil prices began their up- 
ward spiral, OPEC has become one of the 
fastest growing markets for agricultural 
products, and U.S. farmers have captured 
a large share of the increased trade. In 
1978, U.S. sales of farm goods to OPEC 
reached a record $2.4 billion—up from the 
$1.7 billion of 1977 and more than five 
times the value at the start of the decade 


About four-fifths of the 1979 sales went to 
five countries—lIran, Venezuela, Indonesia 
Saudi Arabia, and Nigeria. The US. is a 
major supplier of grains (including rice) 
vegetable oils, and cotton 


Wheat, rice, and feed grains account for 
nearly two-thirds of U.S. agricultural ex- 
ports to OPEC, although these items com- 
prise only a fourth of OPEC’s total agricul- 
tural imports 


American farms provided more than half of 
the wheat imported last year by OPEC, 
one-third of the rice, and one-fourth of the 
feed grains. 


Cashing In On Oil 


OPEC’s stepped-up buying is, of course, 
the result of the rapid rise in oil prices 
since 1973. Although its oil production and 
export volume have not exceeded 1973’s 
levels, price rises have boosted its petrole- 
um revenues from $25 billion in 1973 to 
nearly $200 billion in 1979 


The dollar glut has made way for food 
policy changes in most OPEC countries. 
Trade barriers have been eased or re 
moved, and the number of duty-free im- 
ports has increased. 


In addition, per capita incomes have gained 
rapidly and national programs have been 
enacted to improve diets. Thus, more food 
from foreign markets is finding its way to 
OPEC dinner tables through increased im- 
ports of fruits and vegetables, dairy prod- 
ucts, eggs, red meat, frozen poultry, and 
grains. 


Total agricultural imports by OPEC have 
surged from $3.4 billion in 1973 to an esti- 
mated $18 billion this year. 


All signs indicate that the OPEC market 
will continue to grow along with oil 
revenues. This should be true not only for 
food grains and other food products, but 


U.S. Agricultural Exports to OPEC 
Surge; Wheat and Rice Are Top 
Products 








also for feed grains to meet the rising de- 
mand for meat, poultry, and dairy products. 


The introduction of modern dairy and 
broiler operations in Mideast OPEC na- 
tions has created a larger demand for im- 
ported feed grains. OPEC feed grain im- 
ports have jumped from 1.4 million tons in 
1975 to an estimated 4.1 million tons in 
1979. Imports in 1980 could reach 5 million 
tons. 


New projects to provide more poultry 
meat, eggs, milk, and mutton will no doubt 
require a continuing increase in imports of 
feed grains. 


Challenge From Abroad 


Although OPEC’s agricultural imports 
should continue to increase, many other 
countries are competing with the U.S. in 
tapping the booming market. 


While U.S. sales are setting records, the 
European Community (EC) has emerged 
as the leading supplier of agricultural prod- 
ucts to OPEC. Last year, EC sales to OPEC 
totaled $3.6 billion, around $1.4 billion 
more than U.S. sales. 


The EC has several advantages in the 
competition: Europe is close to many 
OPEC nations and has a history of closer 
ties going back to the time when many 
OPEC nations were colonies of EC mem- 
bers. In addition, the emerging spirit of na- 
tionalism and Third World unity has had a 
decidedly anti-American flavor. 


Probably most important are the huge EC 
subsidies to OPEC to promote agricultural 
trade. These subsidies have allowed EC 
exporters to underbid U.S. suppliers, even 
though production costs in the EC are 
generally higher. 


When EC wheat production is ample, 
wheat sales subsidies to OPEC members 
can be as high as $110 per ton. This is 
nearly equal to the price of U.S. wheat per 
ton. Under such circumstances, it can be 
impossible for U.S. suppliers to compete. 
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Leading EC export items to OPEC are 
frozen poultry, dairy products, barley, live 
animals, and processed foods. 


Currently, Nigeria ranks as the leading 
OPEC outlet for EC agricultural products, 
taking $750 million worth in 1979, com- 
pared with $640 million in 1978. The recent 
political problems in Iran and the resulting 
trade suspension wiped out the only OPEC 
market where U.S. sales led those of the 
EC. 


Booming OPEC Markets 


Competing For Wheat Sales 


The U.S. faces stiff competition for wheat 
markets from several countries. 


Australia shipped more than 2 million tons 
of wheat to OPEC in 1979, including more 
than 500,000 tons each to Indonesia and 
lraq. Last year, Turkey exported 1 million 
tons of wheat to OPEC, with large ship- 
ments going to iraq, Iran, Libya, and 
Algeria. 
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Competition from Australia and Turkey is 
expected to decrease in 1980 because of 
shortfalls in crop production. Wheat sales 
by other competitors should also drop, and 
the U.S. should pick up most of the slack. 


Despite the competition, U.S. trade experts 
are optimistic over the long-term growth 
potential for U.S. sales to OPEC. Higher oil 
revenues almost certainly mean further 
growth in demand. Also, the U.S. is prob- 
ably the most reliable producer from year 
to year and generally has more grain avail- 
able for sales abroad than most other ex- 
porting nations combined. 


Even when competitors’ supplies are large, 
OPEC is likely to continue to turn to the 
U.S. for a big share of its grain imports. 


Some Ups And Downs This Year 


For fiscal 1980, U.S. agricultural sales to 
OPEC are expected to be led by wheat and 
rice. Wheat sales to OPEC may dip to 4 
million tons, compared with 4.3 million 
tons in fiscal 1979. 


Rice now rivals wheat as the largest of all 
U.S. food commodities exported to OPEC. 
U.S. rice exports have increased from 
205,000 tons in 1973 to an estimated 1.3 
million tons for 1980. 


Large increases are also expected in U.S. 
exports of corn, eggs, vegetable oil, fruit, 
dry beans, and canned foods. 


The leading buyers of U.S. agricultural 
goods among OPEC member nations in 
1980 are expected to be Venezuela and 
Saudi Arabia with sales anticipated at over 
$600 million. Nigeria and Indonesia are 
forecast to purchase over $300 million in 
U.S. farm goods next year, and sales to 
Algeria and Iraq should top $150 million. 


This year’s U.S. sales will represent around 
12 percent of OPEC’s total agricultural im- 
ports, down a bit from 1979's 15 percent. 
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Cotton’s Future Looms Brighter , 


Cc otton is now having its brightest sea- 
son in 15 years, and prospects for the 
future look good 


The best news is the current export boom 
With China buying heavily from US 
farmers this season, cotton exports may 
reach 8.5 million bales by August—a level 
unmatched since 1932 


And that’s not all. Although production 
jumped to 14.6 million bales this season— 
the most since 1965— initial expectations 
that cotton prices would weaken have not 
been borne out. In fact, farm prices re 
mained firm last fall at around 61 cents a 
pound despite prospects for a big increase 
in yearend stocks 


Prices then strengthened early this year as 
export demand continued to climb and the 
estimate of ending stocks was lowered 
Farm prices were averaging nearly 62 
cents a pound in March, with spot prices 
for SLM 1-1/16” cotton shooting up to more 
than 80 cents 


Meanwhile, demand from domestic mills is 
proving stronger than earlier predicted 
Despite the expected recession this year 
domestic mill use wiil likely advance from 
last year’s 6.4 million bales to 6.5 million in 
1980 


Entwined In Developments Abroad 


As with so much of U.S. agriculture, the 
domestic cotton industry is growing in- 
creasingly entwined in developments 
abroad. This season’s export boom comes 
from increased worldwide demand coupled 
with only a small rise in foreign cotton pro- 
duction 


So far, the Chinese have purchased four 
times as much cotton from the U.S. as last 
year, when they took 650,000 bales. This 
steep rise is attributed to China's desire to 
expand cotton textile exports and increase 
domestic use 


The heightened demand for U.S. cotton is 
not coming solely from China. Shipments 
to East and Southeast Asia (excluding 
Japan and China) are expected to jump 14 
percent this season, and Western Europe 
may take 20 percent more 
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Over the past decade, foreign cotton use 
has grown from 47 to 58 million bales a 
year, while foreign production has remain- 
ed stagnant, averaging about 49 million. 
As a result, foreign cotton stocks have 
dropped and dependence on imports has 
increased. 


The U.S., which produces nearly a quarter 
of the world’s cotton but uses only a tenth 
of that total, has been the primary bene- 
ficiary. U.S. exports this season will ac- 
count for about 38 percent of world cotton 
trade. 


While foreign use has outpaced supply, 
trends in the U.S. have moved in the oppo- 
site direction. Domestic mill use of cotton 
has fallen from 8.2 million bales in 1970 to 
6.5 million this season at the same time 
that production, while following an erratic 





path, has risen from 10 million bales to 
14.6 million. 


Nevertheless, with foreign demand on the 
rise, U.S. cotton farmers have increased 
production without sacrificing income. In 
1970, the season average farm price for 
cotton was about 23 cents a pound. Now it 
is over 61 cents (about 33 cents in 1970 
dollars), with exports exceeding domestic 
use for the first time in over four decades. 


Favorable Signs On Foreign Front 


As the export market grows in importance 
to U.S. cotton farmers, so does the entire 
foreign cotton picture. If the apparent 
trends in world cotton consumption and 
production continue into the 1980's, 
American farmers will be in an excellent 


Cotton Production, Exports, and Prices Up 
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position to increase their share of the 
world market. 


On the other hand, if foreign cotton pro- 
duction moves more into balance with de- 
mand in the years ahead, U.S. farmers will 
be forced to cut back their output or risk 
oversupplying the market—the situation 
that caused trouble for cotton in the 1950’s 
and 1960's. 


Despite the uncertainties, USDA econo- 
mists expect foreign demand for raw cot- 
ton to continue strong in the 1980’s as 
more developing nations move into the 
cotton textile industry. Textile manufactur- 
ing—a light-capital industry—is very at- 
tractive to less developed countries with a 
plentiful supply of inexpensive labor. 


This trend is already apparent: raw cotton 
moves out of the U.S. and returns as shirts, 
dresses, yarn, and other textiles from such 
places as Korea, Hong Kong, and Taiwan. 


Further, the recent cotton-dust standards 
established for U.S. textile mills by the Oc- 
cupational Safety and Health Administra- 
tion (OSHA) may encourage some domes- 
tic cotton processing operations to relo- 
cate abroad. These factors are likely to 
keep U.S. exports of raw cotton at 5.5 to 7.5 
million bales in the coming decade—well 
above the 1974-79 average of 4.9 million. 


So does this mean that domestic use of 
raw cotton will continue to shrink? Prob- 
ably not. Although many elements are 
weighted against domestic cotton textile 
mills, they will probably maintain their cur- 
rent consumption levels, taking 6 to 7 
million bales of cotton a year during the 
1980's. 


Facing Up To The Synthetics Challenge 


While U.S. and world demand prospects 
seem favorable for the next few years, cot- 
ton’s future ultimately depends on how it 
fares in its competition with synthetic 
fibers. Although figures for the last few 
decades suggest. that this has been a los- 
ing battle, recent evidence indicates that 
cotton may have begun to hold its own. 


Synthetic fibers now account for 75 per- 
t of U.S. fiber production, while cotton’s 
share has dipped below 25 percent. How- 
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ever, a look at the long-term trends shows 
that cotton’s decline and the synthetics’ 
rise have leveled off in the late 1970's. 


Spurred by the dramatic rise in petroleum 
costs, polyester jumped from 53 cents a 
pound early in 1979 to 73 cents in March 
1980. Although petroleum costs also make 
cotton more expensive to produce, they af- 
fect synthetic fiber production more. 


Industry economists estimate that for 
each dollar per barrel increase in oil prices, 
the cost of producing polyester staple 
rises 1 cent per pound. The same increase 
raises the cost of producing cotton by as 
little as 0.5 cent a pound. 


So while cotton prices move up and down 
due to supply and demand factors, a long- 
term escalation of oil prices could send 
synthetic fiber prices up indefinitely, dull- 
ing the competitive edge they have en- 
joyed during the last decade. 


Long-Term Trend Favors Synthetics 


However, their one major advantage is 
short-term price stability. Even during a 
relatively chaotic season like the current 
one, synthetic fiber prices are much less 
volatile than cotton prices, and textile 
manufacturers are generally warned in ad- 
vance of price changes. This reduces 
uncertainty, making synthetic fibers more 
attractive to textile mills. 


Convenience And The Natural Look 


In addition to the price factor, synthetic 
fibers have also been favored as a clothing 
material for their greater convenience. 
They do not shrink, and the “permanent 
press” process makes them much easier 
to maintain than cotton clothing. 


However, a new ammonia treatment proc- 
ess for cotton fabrics could change all 
that. “Durable press” 100-percent cotton 
fabrics are now entering the retail clothing 
market. The durable-press process pre 
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vents shrinkage and wrinkling—the two 
traditional headaches facing owners of 
cotton clothes. 


The new process was first used in 1975 for 
heavyweight denim fabrics, giving denim 
jeans a wrinklefree appearance. Since 
then, the process has been improved for 
use on shirting-weight cotton, and several 
major shirtmakers are beginning to test 
the market for durable-press cotton shirts. 


Since American consumers seem to be 
leaning heavily toward “natural” products 
throughout the marketplace—and consid- 
ering the popularity denim, corduroy, 
velour, and terry cloth have enjoyed in re- 
cent years—Americans may well welcome 
a resurgence in cotton clothing, especially 
if it’s as easy to care for and as affordable 
as polyester 


However, the synthetic fiber industry is 
also preparing to accommodate this shift 
in consumers’ tastes, developing fibers 
with “natural” characteristics for the 
1980's 

In addition, if Saudi Arabia and other 
OPEC nations begin producing synthetic 
fibers in the 1980’s—as some analysts be- 
lieve—cotton’s competition would grow 
even stronger 


Although cotton will continue to face in- 
tense competition from synthetics, its 
future looms brighter now than at any time 
in the last two decades. At least for the 
next few years, U.S. exports of raw cotton 
will likely stay strong, with domestic use 
holding firm. 





Cotton’s Westward | 
Expansion 


Urged westward by the boll weevil and 


passed over in clothing stores by con- 
sumers itching for synthetic “wonder” 
fabrics, cotton’s importance to Ameri- 
can agriculture was waning in the 
1960’s and early 1970's. 


Cotton reached its nadir in 1967, when 
plantings plummeted to 9.5 million 
acres, partly reflecting an acreage 
diversion program designed to reduce 
cotton stocks. Planted acreage had 
totaled 16 million in 1960. Considering 
that in the 1920’s and 1930's cotton 
acreage hovered around the 40-million- 
acre mark, cotton’s future looked 
bleak. 


In 1968, synthetic fibers surpassed 
cotton in the domestic fiber market, 
and cotton’s share has gone downhill 
ever since. With exports at a low ebb, 
domestic use weakening, and cotton 
farmers hurting, agricultural literature 
began featuring obituaries to the 
former king. 


Those obituaries were premature. For 
example, while cotton acreage today 
is no match for the peaks of the 
1920's, production has suffered only 
slightly thanks to improved technology 
that has more than tripled yields from 
162 pounds per acre in the 1920's toa 
record 541 pounds last year. 


In 1926, when farmers harvested a 
record 44.6 million acres, production 
stood just short of 18 million bales. In 
1979, with only 14 million harvested 
acres, production hit 14.6 million 
bales. 


Technology And Topography 


Such a dramatic increase in output 
per acre could not have occurred with- 
out equally dramatic shifts in regional 
production patterns and methods. 


Technological innovations—such as 
the mechanical harvester—and more 


intensive production tools—such as ir- 


rigation—speeded the geographical 
shifts. Searching for ways to increase 
their returns and for land suited to 
modern machinery, southeastern 
farmers turned to other crops—partic- 
ularly soybeans—while many farmers 
in the Southwest and West started 
growing cotton. 


The economic factors that caused the 
long-term trend toward larger and 
fewer farms throughout U.S. agricul- 
ture contributed to the shift. As labor 
—the backbone of cotton farming in 
its heyday—bec*me more expensive 
and general inflation set in during the 
1950’s, cotton producers were forced 
to become more efficient. 


Topography also played a major role 


in the search for more productive land. 


Broad, flat land enabled cotton 
farmers to easily use technology's 
new machines. And even if the cli- 
mate was too dry or the soil poor, a 
vast expanse of level land readily lent 
itself to irrigation and fertilization. 


Cotton Shifts Westward 


This quest for better land helped push 
cotton out of the southeastern states 
of Virginia, North Carolina, South 
Carolina, Georgia, Florida, and 
Alabama—which in the 1920’s ac- 
counted for about a third of cotton 
production—and to the West. 


In 1920, California, Arizona, New Mexi- 
co, and Nevada accounted for only 1 
percent of U.S. cotton output. By the 
1960's, their share had risen to 20 per- 
cent. During the same period, the 
Southeast’s share dropped to about 
12 percent. 
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In the Delta states and the Southwest, 
the share remained relatively constant 
at 65 to 70 percent of U.S. production, 
but the areas used for growing cotton 
within those regions shifted as farms 
grew larger and farmers sought out 
better land. 


In 1974, the Government eliminated in- 
come support payments for cotton 
based on historical production pat- 
terns. Until then, these payments kept 
in business many smaller, less effi- 
cient producers who had a Gispropor- 
tionate share of the U.S. cotton allot- 
ment. 


After that, the shift to the West ac- 
celerated. Between 1974 and 1979, the 
West's share of cotton production 
rose from about 20 percent to roughly 
a third. The Southeast’s share nose- 
dived from 12 percent to 4 percent. 


High Yields, But Water Crucial 


The westward expansion of cotton 
acreage has great implications for the 
future. Due to irrigation and a relative 
freedom from insect losses, Arizona 
and California producers regularly 
achieve yields over 1,000 pounds per 
acre—roughly double the national 
average. 


In 1979, insects claimed 23 percent of 
Alabama's crop, 31 percent of Geor- 
gia’s, and 14 percent of Mississippi's. 
Losses were only 6 percent in Califor- 
nia and less than 1 percent in Arizona. 


Unless the West’s water supplies suf- 
fer a disastrous decline—which some 
analysts fear—these areas will prob- 
ably receive even more emphasis as 
cotton country in coming years. Last 
year, the Southwest and West ac- 
counted for 75 percent of U.S. cotton 
production—the first time their share 
topped 70 percent. 

So although soybeans may have re- 
placed cotton as the South’s main 
crop, the former king—for now—has 
ogperentiy found a new home. 
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For Pests, It’s IPM 


ne term likely to become more com- 
mon in the agricultural sector in the 
1980's is “Integrated Pest Management.” 


Integrated pest management (IPM) is a 
way of applying current technology and 
knowledge in a concerted approach to 
dealing with pests and pest complexes (in- 
sects, weeds, and disease). 


Despite all of today’s control efforts, on 
which U.S. farmers spend $3-$5 billion an- 
nually, experts estimate that billions of 
dollars worth of U.S. crops is lost each 
year to insects, disease, and weeds. Rising 
costs, pest resistance to chemicals, and 
health and environmental concerns have 
intensified the search for better pest 
monitoring and control techniques. 


The primary objective of IPM is to reduce 
crop losses from pest infestation while 
reducing dependence on environmentally 
damaging chemicals through the applica- 
tion of various combinations of pest con- 
trol techniques. The federal government 
and private industry are joining forces to 
develop safe, efficient, and cost effective 
integrated pest management strategies. 


While no one expects IPM to eliminate all 
pest losses, it promises a safer, more eco- 
nomical, and more effective strategy for 
combating agricultural pests. 


Profits And Food, Too 


IPM focuses on the entire crop, soil, and 
pest complex in an effort to assure pro- 
ducers’ profits and an abundant food sup- 
ply. It matches up-to-date pest monitoring 
with appropriate cultural, biological, and 
chemical controls. 


Biological and cultural techniques are 
used to create a favorable environment for 
natural enemies; modify pest populations; 
and make use of pest-resistant strains of 
plants, pheromones (insect sex attrac- 
tants), microbial agents, and growth regu- 
lators. 


Since 1974, USDA policy has been to pro- 
mote biological pest controls whenever 
feasible. USDA conducts most of the re 
search and development on these mea- 
sures because the costs are extremely 
high and the profit incentives are not suffi- 


cient to compensate private industry for 
expenses. 


Parasitic Wasps 


USDA's Economics, Statistics, and Coop- 
eratives Service (ESCS) recently investi- 
gated the economic feasibility of using a 
parasitic wasp (pediobius fovolatus) to 
control the Mexican bean beetle on soy- 
beans in the Delaware-Maryland-Virginia 
Peninsula (Delmarva). 


Initial findings were that this biological 
agent could, through an organized regional 
program, reduce the use of pesticides on 
the environment without hurting farm 
revenues. 


The use of this parasitic wasp along with 
field scouts (who monitor actual insect 
levels in the field) to manage the Mexican 
bean beetle on Delmarva’s soybeans could 
lower insect control costs by an estimated 
average of $1.47 per acre. This could in- 
crease net revenue per soybean acre by 71 
cents over that expected from conven- 
tional methods. 


Although biological agents can be effec- 
tive without upsetting the existing environ- 
mental balances, chemical pesticides will 
continue to be vitally important. If their use 
were halted tomorrow, some authorities 
estimate that 9 percent of current U.S. crop 
production would be lost to pests. 


USDA Funding 


To date, USDA has funded many of the 
private IPM projects across the country 
which have refined techniques and demon- 
strated the economic advantages of IPM. 
These projects are rapidly winning con- 
verts among producers who are the first to 
see the economic advantages of IPM over 
routine pesticide applications. 


IPM services are available from univer- 
sities and Extension offices, private con- 
sultants, agricultural cooperatives, and 
representatives of the pesticide industry. 
These services include the monitoring of 
pests by field scouts during periods in the 
life cycle of the pest; biological, chemical, 
and economic analysis; and specific pest 
management programs designed for a par- 
ticular crop, pest, or ecosystem. 
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1979 
1977 1978 Quarters 
Annual Annual H} i IV 
1967 = 100 

Farm Prices And Production: 

Prices received by farmers 183 210 240 245 241 237 
Livestock and products 175 217 263 265 248 252 
Crops 192 203 213 222 233 222 

Prices paid by farmers, all items 202 219 239 248 253 258 
Production items' 208 226 251 260 263 267 

Farm production 121 121 — — — — 
Livestock and products 106 106 _ — — — 
Crops 130 131 — _ _ — 

1967 = 100 

Retail Prices: 

Food 192 2i1 228 234 237 240 
At home 190 210 227 233 235 237 
Away-from-home 200 218 233 241 246 251 

Farm Food Market Basket: 

Retail cost 179 199 217 224 224 225 

Farm value 178 208 238 236 227 228 

Spread 180 194 205 216 223 224 

Farmer's share (percent) 38 39 41 40 38 38 

Per Capita Food Use: 

All products 105 105 _ — — — 
Animal-products: 103 102 100 100 101 105 
Crop-products 106 107 — — — —_ 

billion dollars 

Farm Income: 

Cash receipts 95.7 111.0 129.2 129.1 127.2 130.4 
Livestock 47.4 59.0 69.8 67.8 65.2 66.2 
Crops 48.2 52.1 59.4 61.3 62.0 64.2 

Total gross farm income‘ 108.5 126.0 145.2 146.2 145.0 150.6 

Production expenses 88.8 98.1 109.2 112.2 115.2 118.2 

Net farm income 19.8 279 36.0 34.0 29.8 32.4 

Trade: 

Agricultural exports 24.0 27.3 8.2 7.7 79 8.2 

Agricultural imports 13.4 13.9 3.9 4.1 4.4 3.8 

' ides interest, wage rates, and taxes 4 Includes net change in farm inventories 
quarterly data « lude fish product Quarter » Based on October-September fiscal years end 
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The farm share of the retail food dollar spent for a market basket of farm foods averaged about 39 cents in 1979. The biggest part of the tood 
dollar covers the costs of marketing foods after they leave the farm. Nonfarm labor and food packaging costs are the major components of 


the marketing bill. This year, as last, higher marketing costs are expected to account for more than half of the rise in retail food prices 
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